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Abstract 
Agriculture was a main basis of occupation for many of Association of Southeast Asian Nations countries. 
Association of Southeast Asian Nations is a main producer of essential subsistence, fruit, industrial crops and 
aquaculture goods, which create quite large export profits throughout Southeast Asian countries. The purpose of this 
study was to analyze cost and profit in food production permanent park using linear regression analysis. Data had 
collected through quantitative approach via survey questionnaire. Result show that the regression model statistically 
predicts the outcome variable which is cost has correlation with profit. This study suggests risk management 
strategy to enhance farming development. Several threat management approaches are more relevant and cost-
efficient for comparatively smaller growers engaging in the local food arrangements. Risk management approaches 
concerned with such threats rank from varying crops to accept recent technology. In present-day, there has been a 
growth in utilize of cost-effective approaches to decrease yields threats that are more relevant for local growers. 
These approaches mainly require season expansion technology for crop yield. Risk management also involves 
marketing risk entail adopting the suitable marketing medium which is necessary as this will have vast effects on the 
farm’s money-making.     
 











Agriculture was a principal base of occupation for many of Association of Southeast Asian Nations (ASEAN). 
Association of Southeast Asian Nations is a leading producer of important subsistence, fruit, industrial crops and 
aquaculture commodities, which generate somewhat substantial export profits all over Southeast Asian countries 
(Teng and Oliveros, 2015). Many reports had highlighted the demand for significant shifts in the worldwide food 
system concerning to agriculture which must fulfil the twofold challenge of feeding an increasing population, with 
increasing need for meat and high-calorie foods, whereas concurrently reducing its worldwide environmental effects 
(Seufert et al. 2012). Agriculture has continually been an important factor in the sustainability and advancement of 
human community (Luckey et al. 2013). Strong agricultural advancement is vital to the food safety of the people and 
important to fulfilling the aim of comprehensive development. The ASEAN countries experienced a strong 
development of 2.7 percent per year in agriculture between 1985 and 2010. ASEAN compared positively with the 
worldwide agricultural rate (2.4 percent) throughout 1980-2011, nevertheless, this development rate lagged that of 
China (4.3 percent) and India 93.1 percent). Subject to the desiring success in plans of regional collaboration, 
establishment of a one market and output based economic society would have been finished. The one ASEAN 
market would become likely to increase national food productivity with imports by that means increasing food safety 
(Golan and Kohli, 2013). In ASEAN associates, because more than a third of occupation is in agriculture, the 
security of agriculture occupation becomes a fundamental matter (Pasadilla, 2007). The uniformity of agricultural 
goods yield in the ASEAN region or agricultural commodities were contained comparatively newly in the ASEAN 
Free Trade Area (AFTA) agreement, there has not as yet been an obvious growth in intra-ASEAN agricultural 
business which might be ascribed to that agreement (Rae, 2007). The formation of the ASEAN Economic 
Community (AEC) will foster the free move of commodities and services between ASEAN nations comprising 
Thailand, Indonesia, Malaysia, Philippines, Singapore, Brunei, Vietnam, Myanmar, Laos and Cambodia. Cultures 
and food consuming figures in the AEC associate nations share a large similarity particularly rice consuming. Many 
associate nations can generate food and agricultural commodities but these are not adequate to provide the growing 
national need. Furthermore, many AEC nations have the buying power for imported commodities. This distributes a 
chance for exporting agricultural commodities to these nations (Seemanon et al. 2015).   
The last goal of the ASEAN Economic Community (AEC) is economic incorporation which entails the objective 
to generate a steady, wealthy and very ambitious ASEAN economic territory in which there is a free move of 
commodities, services, investing and a freer move of capital, reasonable economic growth and decreased poverty 
and socio-economic inequalities by the year 2020. Via the AEC, ASEAN will be changed into a one market and will 
perform as an output basis for the global market, changing the variety that characterizes the territory into chances for 
trade complementing, leading to ASEAN a more active and secure division of the worldwide supply and value chain 
(Mangabat and Natividad, 2007).  The AEC plan has four criterion elements, first, one market and productivity 
basis, comprising the free move of commodities, services, investing, proficient labor and a freer move of capital. 
Second, ambitious economic territory, with competition plan, user safety, dedications to larger safety of intellectual 
property rights, infrastructure advancement, e-commerce and prevention of dual-taxation and third, reasonable 
economic advancement to assist end growth disparities in the territory. Fourth, incorporation into the worldwide 
economy, comprising the demand for ASEAN centrality and increased engagement in worldwide supply networks 
(Plummer et al. 2014). 
The new growths in food prices have been drastic. In Tanzania, average values for major food components 
increased not less than 50 percent between 2007 and 2009; increasing values had an important impact on Tanzania’s 
rising group of urban poor as their food allocation proportion volumes to 67 percent (Tasciotti and Wagner, 2014). 
Enhancements in agriculture in the previous 50 years have obviously higher grain and protein productivity in a very 
cost-efficient way. A threefold of worldwide agricultural productivity in the previous 50 years allowed food to 
become more overflowing and low-priced with agricultural values declining around one percent a year between 1900 
and 2010, regardless of a growing in the world wide’s population from 1.7 to almost 7.0 billion (Sharpley et al. 
2015). Farm performance is not merely affected by crops produces. Plantation performance is generally calculated 
by farm revenue, which also relies on farm programs, values of input materials and productivities as well as farm 
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size. Growers can adjust their plantation programs and management, and moreover climate change and technological 
advancement, markets and plans are the major drivers influencing farm performance (Reidsma et al. 2015).  
2. Literature Review 
Smith and Thanassoulis (2015) propose a model in which the grower’s price is decided generally by the sterling 
value of worldwide good prices; the retail value is set out by differential costs and the intensiveness of supermarket 
competition; and the wholesale value is set out in nonpublic mutual bargaining among retailers and processors 
which are portrayed by educated agents and a great stage of effectiveness. Across 1994 to 2014 there has been large 
distinction in the strength of retail price contention and in the sterling value of worldwide good markets, which 
jointly consequence in great shifts both to the entire surplus in the supply chain and to its dispersion among growers 
and the other companies. Afterwards growers have been paid the sterling value of global good process; the profit 
that leftovers to be separate among processors and retailers mainly spread to supermarkets, since of contention 
among processors. Urfi et al. (2011) represent the dissimilarities in cost arrangements indicate variable 
circumstances pertaining to specific crops, but they can be fully described by the dissimilarities in the technologies 
utilized. In accordance with the productivity data, in organic farming direct expenditures per hectare were smaller in 
all of the four studied crops. Regular cost per yield unit and contribution were more encouraging in three of the 
studied crops. Concerning the computation finished by economy frameworks, the costs per hectare pertaining to the 
two production approaches were not significantly dissimilar. Harvests in organic plant productivity were usually 
smaller but costs per unit and selling values were expensive. Dissimilarities in gross profits may be described by 
dissimilar harvests and selling values. Most of the model variant organic farming is more beneficial but the 
additional bio value certifying this, according to courses from literature, is not adequate for fulfilling a greater profit 
in every year.  
Jordan (2002) indicated that if the whole growers cropped by genetic mechanisms changed harvests then the 
whole would have an identical benefit and everybody would furthermore get an impartial proportion. However, the 
outcome of this would be still higher oversupply and accompanying more decrease in values. Small-scale growers 
are frequently more concerned in sustainability therefore they can transfer the farm on to some of their children. 
Small-scale plantation principally utilizes family labor that is individually devoted to the successfulness of the small 
and vast plantations usage somewhat indifferent employed labor. Since small-scale plantations have smaller land, 
small-scale growers frequently exercise more labor per unit territory. Small-scale plantations principally incline to 
utilize non bought materials such as fertilizer and humus however big plantations incline to utilize bought materials 
such as agrochemicals. Small-scale growers may create more effective usage of irrigation. Extensive growers are 
little devoted to management of other sources for example encompassing wood and rivers which are vital for 
regional sustainability.  
As a value rise would raise the expenditure of agricultural goods and thus reduce the growers’ revenue (Jiao-hua 
and Chang-jian, 2013). Brookes and Barfoot (2013) indicated that the largest enhancement in harvests has took 
place in developing countries where conservative approaches of insect management have usually been lowest 
efficient with any cost reduction connected with lessen insecticide usage being mainly discovered in advanced 
nations. The cost to growers for acquiring genetically modified (GM) technology, throughout the four major 
harvests, in 2011, was equivalent to 21 percent of the total price of technology profits. This is means like the farm 
return profits referred to exceeding added the cost of the technology to be paid to the seed supply chain. The cost of 
the technology accumulates to the seed supply chain comprising tradesman of seed to growers, seed multipliers, 
plant breeders, distributers and GM technology suppliers. Tiraieyari et al. (2014) represents that in Malaysia, nearly 
90 percent of Malaysian growers in the food sector are small-scale providers for not profitable sized farms, with an 
expensive cost of production, materials and harvest are small, and with little quality of outputs. Najim et al. (2007) 
shows that national productivity costs of white rice in Ringgit Malaysia nearly RM1350 per ton, compared with the 
foreign cost of RM760. The large source of poverty elimination with less than two hectares per growers is simply 
unworkable to accomplish its goal. Malaysia is an expensive cost producer and for this cause the National 
54 
 
Agricultural Policy (1992-2010) does not target for complete self-sufficiency. The food import charge for Malaysia 
is RM7 billion in 2002. The goal is to decrease this to RM3 billion by 2005 and the aim is to be a network exporter 
by 2010 for food yield.  
Azman et al. (2014) represents implementation of lime yearly sustains labor cost and time consumption. Thus, 
basic economics criterions as cost raise; margin of profit reduce. Rice harvest is previously smaller than national 
stage thus growers profit is somewhat small. With raise in productivity cost, nearly all growers may be unwilling to 
maintain cultivating paddy. Bhatia (1995) represents the cost of productivity of paddy reduced slowly across time 
for land holders as an outcome of decreased labor costs for replanting rice. For renters, the cost of production rose 
by around 17 percent due to a considerable raise (nearly 50 percent) in land rents.  
3. Methodology  
The inputs utilized in this analysis are from the study on contract farming in 2015 in Malaysia which called as 
Taman Kekal Pengeluaran Makanan (TKPM) employed quantitative approach. The total of respondents was 53 
growers (Yusoff, 2015). This paper proposes that cost in farming activity decreases the likelihood of reporting 
profit. The research objective is to predict the relationship between cost in farming activity and profit. Cost in this 
research refers to project and maintenance cost. Project costs include physical input namely manure, irrigation, 
pesticide, labor, land rental, tax, debt, contingency et cetera. Maintenance costs include roads, building, vehicle, 
machine et cetera.  The question is why do some growers report less profit than other growers? Cost in farming 
activity affects the amount of profit achieved by growers. The independent variable is cost farming activity and the 
dependent variable is profit of growers. This paper analyzes the reporting of profit from year 2009 to 2013 of 
nonprobability sample of growers by questionnaire survey. Intra-class correlation was used to assess the reliability 
of the instrument involving 2 raters. The intra-class correlation is an assessment of the stage to which raters perform 
much the similar scales to every individual or object rated. The term intra-class correlation was first created to refer 
to an assessment of uniformity among objects within some groups or class. In agreement or reliability assessment, 
the class is the person or object on which several scales are create, and it is the uniformity of these scales within 
every individual or object that is represented by the coefficient. Several variation of the coefficient present; 
nevertheless, the one almost with the largest inclination to be employed to assess inter-rater agreement is the edition 
that examines different level raters choose for each ratee, and distinction in the arrangement of raters and does not 
need that every ratee be rated by every rater. Intra-class correlation examines two types of predicted agreement, 
which are the agreement between one rater and another single rater is categorized as single measure in the output 
and the agreement between the standard raters' scales and the standard scales by another, much the similar group of 
raters is categorized as average measure in the output. The single assessment intra-class correlation demonstrates the 
agreement among raters and thus how match an estimation scale distinguished on the scales of one rater possibly 
accords with scales by another rater. The average measures coefficient estimate agreement between standards of 
scales and is appropriate simply if estimations average the scales of two or more raters (Graham et al., 2012).  
About 47 farmers have been rated in intra-class correlation estimate and the value for the intra-class correlation 
coefficients consistency of cost is 0.608 and 0.939. The value for the intra-class correlation coefficients agreement 
of cost is 0.558 and 0.927. The value for the intra-class correlation coefficients consistency of profit is 0.815 and 
0.997. The value for the intra-class correlation coefficients agreement of profit is 0.800 and 0.996. Intra-class 
correlation coefficient (2, 1) of cost in farming activity equals to 0.558. This means that intra-class correlation 
coefficient (2, k), which in this case is intra-class correlation coefficient (2,4) equals to 0.927. Therefore, 92.7 
percent of the variance in the mean of these raters is actual (Landers, 2011). The objective of this paper is to 
determine the association between cost of farming activity and farmers’ profit. This objective tries to explain and 
predict the association between the dependent and independent variable. Data analysis involved linear regression 
analysis to fulfill the objective. Null hypothesis is no significant association between cost in farming activity and 
farmers’ profit. Figure 3.1 below shows the relationship between the independent and dependent variable. 
 




                Fig.1 Relationship between cost and profit in farming activity 
4. Findings and Discussion  
Figure 1 (a), (b), (c), (d) and (e) shows scatter diagram which demonstrated relationship in cost and profit in 




















Fig. 1. (a) relationship of cost and profit in farming in 2009;  (b) relationship of cost and profit in farming in 2010. 





                                                                                                                                                    
 
 
                                                                                      
 
                                                                                                                                                
                                                                                   
                                                                                                    
                                                                                    
 




















Fig. 1. (e) relationship of cost and profit in farming in 2013 
Table 1 shows R an R
2
 values. The R values represent the easy correlation and are 0.744 (2009), 0.739 (2010), 
0.618 (2011), 0.484 (2012) and 0.453 (2013) which indicate high to moderate degree of correlation. The R
2
 values 
indicates the total variant in the dependent variable, profit, can be described by the independent variable, cost. In 
this situation, 55.4 percent (2009), 54.5 percent (2010), 38.2 percent (2011), 23.4 percent (2012) and 20.5 percent 
(2013) can be demonstrated, which are moderate to low (Lund Research Ltd, 2013). The R-squared for 2009 is 
0.554 signifies that around 55 percent of the variation of profit is reported by the model (cost). The t-test for cost 
2009 equivalents to 4.172 and is statistically significant implying that the regression coefficient for cost 2009 is 
significantly dissimilar from zero. The coefficient for cost is 0.202 signifying that for a one unit raise in cost would 
anticipate a 0.2 unit growing in profit. Otherwise stated farming with RM1100 cost would be assumed to have 
profit 20 units greater than farming with RM1000 cost. The constant is 0.658 and this is the forecasted value when 
cost equivalents to zero. The R-squared for 2010 is 0.545 implies that around 54 percent of the variant of profit is 
reported by the model (cost). The t-test for cost 2010 equivalents to 3.950 and is statistically significant implying 
that the regression coefficient for cost 2010 is significantly dissimilar from zero. The coefficient for cost is 0.200 
signifying that for a one unit raise in cost we would anticipate a 0.2 unit rise in profit. Put differently farming with 
RM1100 cost would be assumed to have profit 20 units greater than farming with RM1000 cost. The constant is 
0.667 and this is the forecasted value when cost equivalents to zero. The R-squared for 2011 is 0.382 signifies that 
around 38 percent of the variant of profit is reported by the model (cost). The t-test for cost 2011 equivalents to 
3.143 and is statistically significant signifying that the regression coefficient for cost 2011 is significantly dissimilar 
from zero. The coefficient for cost is 0.153 indicating that for a one unit rise in cost we would assume a 0.1 unit 
raise in profit. Otherwise stated farming with RM1100 cost would be forecasted to have profit 10 units greater than 
farming with RM1000 cost. The constant is 0.756 and this is the forecasted value when cost equivalents to zero. 
The R-squared for 2012 is 0.234 indicates that around 23 percent of the variant of profit is reported by the model 
(cost). The t-test for cost 2012 equivalents to 2.141 and is statistically significant indicating that the regression 
coefficient for cost 2012 is significantly dissimilar from zero. The coefficient for cost is 0.129 indicating that for a 
one unit raise in cost we would assume a 0.1 unit rise in profit. Put differently farming with RM1100 cost would be 
assumed to have profit 10 units greater than farming with RM1000 cost. The constant is 0.892 and this is the 
forecasted value when cost equivalents to zero. 
 
             Table 1. Model summary  
 




 Standard error of 
the estimate 
2009 1 0.744 0.554 0.522 0.30908 
2010 1 0.739 0.545 0.510 0.32026 
2011 1 0.618 0.382 0.343 0.34674 
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2012 1 0.484 0.234 0.183 0.42452 
2013 1 0.453 0.205 0.155 0.56584 
 
Table 2 shows that the regression model forecasts the dependent variable significantly for 2009, 2010, 2011 and 
2012. F-test is statistically significant for 2009 to 2012 which the values of F are 17.404 (2009), 15.600 (2010), 
9.877 (2011), 4.584 (2012) and 4.124 (2013).  
 
         Table 2. ANOVA 
 





2009 1          Regression 
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2010 1          Regression 
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2011 1          Regression 
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2012 1          Regression 
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2013 1          Regression 
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Table 3 shows the regression equation as profit 2009 = 0.658 + 0.202 (cost); profit 2010 = 0.667 + 0.200 (cost); 
profit 2011 = 0.756 +0.153 (cost); and profit 2012 = 0.892 + 0.129 (cost). The cost 2009 (β = 0.202) is significant 
(p = 0.001) and the coefficient is positive which would imply that greater cost is associated to greater profit. 
Similar to 2009, the cost 2010 (β = 0.200) is significant (p = 0.002) and the coefficient is positive which would 
imply that greater cost is associated to greater profit. Likewise previous year, the cost 2011 (β = 0.153) is 
significant (p = 0.006) and the coefficient is positive which would imply that greater cost is associated to greater 
profit. The cost 2012 (β = 0.129) is significant (p = 0.049) and the coefficient is positive which would imply that 
greater cost is associated to greater profit. However, the cost 2013 (β = 0.163) is not significant (p = 0.059) and the 
coefficient is positive which would imply that greater cost is associated to greater profit, which what would 
anticipate. Cost 2013 were almost significant (UC Regents, 2015). From this outcome it would determine that 
lessen cost are associated to lessen profit.  
 
       Table 3. Coefficients 
 





β Standard error 
2009 1  (Constant) 0.658 0.162  4.073 0.001 
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     Cost 2009 0.202 0.048 0.744 4.172 0.001 
2010 1  (Constant) 











2011 1  (Constant) 











2012 1  (Constant) 











2013 1  (Constant) 












Similar to Obansa and Maduekwe (2013) which indicated the regressions examine the factor of output progress and 
factor of funding respectively. The result shows some of the variables were discovered to be statistically significant 
mainly the period from 2009 to 2012. Differs to Hussin and Ching (2013) which show that the coefficient of 
determination (R
2
) comprised 76.2 percent variant in real Gross Domestic Product (GDP) per capita can be described 
by the three independent variables. Agricultural sector did not show an important association with economic 
development of Malaysia. The subsectors of agricultural are forestation, hunting, fishery and farming of crops and 
livestock yield. For China, the coefficient of determination (R
2
) show 98.23 percent variant in real GDP per capita can 
be described by the three independent variables. The subsectors of agricultural are forestation, hunting, fishery and 
farming of crops and livestock yield. There are many subsectors in agricultural and services which several bring great 
value-added to real GDP per capita in China. When valued-added for the agricultural sector raises by 1 percent, real 
GDP per capita is anticipated to grow by 0.1725 percent. Agricultural sectors in one of the sector experience several 
effects on real GDP per capita in China. Bijman (2008) indicated that since contract farming (CF) comprises costs for 
both producers and contractor, these costs must be superseded by the profits, and the favorable outcome of cost and 
profit of CF must be greater than with other systems for selling or purchasing the output. The cost of conduct a 
business among purchaser and merchant which refers to a grower and its purchaser are usually labelled transaction 
costs. Transaction costs typically rise when more upright coordination among seller and purchaser is demanded. 
Hence, examining the upright coordination specifications presents manifestations on the reason of specific systems 
will be utilized. Contract farming can be regards as transaction cost reducing system to arrange the productivity and 
sales process among growers and their buyers.  
5. Conclusion  
The study found that linear regression analysis are significant for 2009 to 2012 and can predict the dependent 
variable (profit). The result shows that lower cost is related to lower profit. To increase profit in farming activity this 
study suggest to farmers to increase efficiency in production through increased cultivation area. According to a 
study by Nin-Pratt and McBride (2014) substantial farming showed greater stages of effectiveness compared to 
growers who have plantations in small-scale section. Growers who have more considerable farming section sustain 
lesser labor and material cost. The attention of plans and programs continue on-land reserves, labor intensive 
technologies that involve intense utilize of fertilizers and great harvesting diversities. Nevertheless, if integrated 
with a labor-saving innovation for example automation it shows that the usage of fertilizer is associated to higher 
economic effectiveness. Profit effectiveness growers are associated to favorable price. This study also suggests risk 
management strategy to improve farming development. Some risk management methods are further appropriate and 
cost-effective for relatively small-scale farmers participating in the national food systems. Threat management 
methods involved with such risks classification from diversifying crops to adopt new technology. Recently, there 
has been a development in usage of cost-efficient methods to reduce harvests risks that are further appropriate for 
local farmers. These methods generally need season enlargement technology for crop harvest. Threat management 
also encompasses marketing threat involve choosing the relevant marketing channel which is essential as this will 
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